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(CSHB 2962 by Rose)

SUBJECT:

CHIP eligibility revisions and buy-in, changes to other benefit programs

COMMITTEE:

Human Services — committee substitute recommended

VOTE:

8 ayes — Rose, Herrero, Darby, Elkins, Hernandez, Legler, Naishtat,
Walle
0 nays
1 absent — Hughes

WITNESSES:

For — Elizabeth Bible; Kelleigh Carter; Anne Dunkelberg, Center for
Public Policy Priorities; Eileen Garcia-Matthews, Texans Care For
Children; Laura Guerra-Cardus, Children's Defense Fund; John Holcomb,
Texas Medical Association, Texas Pediatric Society, Texas Academy of
Family Physicians; (Registered, but did not testify: Jennifer Banda, Texas
Hospital Association; Conni Barker, De Pelchin Children's Center; Ed
Berger, Seton Family of Hospitals; Shane Casady, Driscoll Children's
Hospital; Katie Coburn, Texas Association of Community Health Centers;
Melissa Cubria, TexPIRG; JT Dwyer, Seton Family of Hospitals; Kathy
Eckstein, Children's Hospital Association of Texas; Randall Ellis, One
Voice; Juan Flores, La Fe Policy Research and Education Center; Kyla
Hebert; Maria Huemmer, Texas Catholic Conference, Roman Catholic
Bishops of Texas; Lisa Hunt, The Metropolitan Organization, Texas IAF
Network; Marshall Kenderdine, Texas Academy of Family Physicians;
Rene Lara, Texas AFL-CIO; Mary Lopez, Methodist Healthcare
Ministries; Michelle McClelen, Texas ACORN; Bee Moorhead, Texas
Impact; Patty Quinzi, Texas American Federation of Teachers; Jason
Sabo, United Ways of Texas; Rebekah Schroeder, Texas Children's
Hospital; Misty Shores; Candise Spikes, Catholic Health Association of
Texas; Gyl Wadge, Mental Health America of Texas; Christine Yanas,
Teaching Hospitals of Texas)
Against — None
On — JoAnne Molina, Health and Human Services Commission

BACKGROUND:

The Children’s Health Insurance Program (CHIP) provides primary and
preventive health care to certain uninsured children whose family income
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or assets are too high for them to qualify for Medicaid. Subject to certain
family asset restrictions, 12 months of CHIP eligibility is granted to
children under age 19 whose net family income, excluding Medicaidallowable childcare expenses, is at or below 200 percent of the federal
poverty level. CHIP enrollees pay a limited share of the cost of CHIP
coverage.
DIGEST:

(The following analysis incorporates the substance of an amendment the
author intends to offer on the House floor:)
CSHB 2962 would increase the income eligibility level for CHIP to 300
percent of the federal poverty level and would establish a CHIP buy-in
program for certain children whose net family incomes were greater than
300 percent but did not exceed 400 percent of the federal poverty level.
General CHIP provisions. The measure of net family income on which
eligibility would be based would allow a reduction for both child-care
expenses and child support payments, in accordance with Medicaid
standards. The assets test would be applied to children whose net family
income was 250 percent or greater of the federal poverty level. CSHB
2962 would increase the family allowable asset limit from $10,000 to
$20,000. The bill would eliminate the $18,000 cap on the value of a
vehicle that could be excluded from the calculation of the amount of
allowable assets. The bill would eliminate provisions that allowed the
review of certain CHIP enrollees’ ongoing eligibility in the sixth month of
enrollment. HHSC would develop an option for an enrollee to pay
monthly premiums using direct debits to bank accounts or credit cards.
Increased CHIP eligibility. CHIP enrollees whose net family incomes
were greater than 200 percent but did not exceed 300 percent of the federal
poverty level would pay a share of CHIP plan costs, not to exceed 5
percent of an enrollee’s net family income, through copayments, fees, and
a portion of the plan premium. The premium would be about 2.5 percent
of the enrollee’s net family income. Plan coverage could be terminated for
non-payment of premiums. The family’s share of CHIP costs would
increase with increases to net family income or the number of children
covered. Applicants for coverage who met the extended eligibility criteria
and who had health coverage within 180 days of application would not
receive coverage until 180 days after the last date on which the applicant
had health coverage.

HB 2962
House Research Organization
page 3

CHIP buy-in. The executive commissioner of HHSC would adopt
eligibility and payment requirements for a CHIP buy-in program that
would allow certain children whose net family incomes were greater than
300 percent but did not exceed 400 percent of the federal poverty level to
buy CHIP coverage at least the full cost HHSC would pay for coverage.
Children would be eligible for the CHIP buy-in program only if they had
been enrolled in CHIP or Children’s Medicaid but no longer were eligible
based on an increase in net family income and if they lacked access to
adequate health plan coverage through an employer-sponsored health plan.
HHSC could adopt rules, benefits coverage, and procedures for CHIP buyin enrollees that were different than those adopted for CHIP enrollees at
300 percent or less of the federal poverty level. Provisions for the CHIP
buy-in program would discourage employers from discontinuing health
coverage for employees’ children and individuals from opting to enroll
their children in the CHIP buy-in program when they had other health
coverage options. A child whose CHIP buy-in program coverage was
terminated due to nonpayment could not be re-enrolled in the program for
the duration of a lock-out period, the length of which would be determined
by HHSC.
Community outreach for benefits coverage. The bill would establish the
methods by which HHSC would be required to improve the effectiveness
of community outreach efforts with respect to benefits under the CHIP,
Medicaid, TANF cash assistance, and Food Stamps programs. The
methods would include enhancing existing public education, assistance
with applications, and issue resolution in eligibility determination
processes. HHSC also would establish partnerships with stakeholders who
could provide outreach and application assistance and also could contract
with entities to provide these services.
Exclusion of college savings plans in eligibility determination. HHSC
could not consider as income or resources assets held in certain college
savings plans for the purpose of establishing income and resource
eligibility for CHIP, TANF cash assistance, and Medicaid, with the
exception of Medicaid applicants seeking aged, blind, or disabled
coverage. HHSC would seek a federal waiver for the exclusion of college
savings plans in the determination of eligibility for applicants for
Medicaid aged, blind, or disabled coverage.
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Miscellaneous provisions. HHSC would be required to take actions
necessary to qualify Texas for the temporary increase in the federal match
rate for Medicaid and the state’s disproportionate share hospital allotment
authorized by the federal American Recovery and Reinvestment Act of
2009. The bill would require HHSC to implement a federally required
prospective payment system for CHIP services provided in federally
qualified health centers and rural health clinics.
By September 1, 2011, HHSC would have to implement a strategic plan to
intensify community outreach and education regarding benefits and to
reduce the administrative burdens associated with CHIP and Medicaid
eligibility determination.
The bill would take effect September 1, 2009. The revisions to benefits
eligibility determination made by this bill would apply to benefit
applications and renewals made on or after this date.
SUPPORTERS
SAY:

CSHB 2962 would enhance access to affordable health coverage for Texas
children by increasing eligibility for CHIP to 300 percent of the federal
poverty level. It also would establish a program by which the families of
children whose net incomes were greater than 300 percent but did not
exceed 400 percent of the federal poverty level could buy CHIP coverage
at full cost. Children with health insurance are more likely to be
vaccinated against a host of major illnesses. Lack of insurance can lead to
more illness, which causes poorer educational performance because
children miss more days of school. Through the relatively low cost of
providing a child health coverage, the state can achieve high returns on
child well-being.
The CHIP eligibility levels established in this bill would be appropriate to
fill the gap in available coverage for the many lower-income children who
do not have access to affordable health coverage. Only 49 percent of
employers offer health coverage to families. Without an employer’s
contribution to premiums, most uninsured families must turn to coverage
on the private, individual market, which often is prohibitively costly for
even the most basic plans. In addition, middle-income families with
incomes just above 200 percent of the federal poverty level are the fastestgrowing uninsured population, largely because of the increasing cost of
health coverage. Between 2000 and 2006 in Texas, family health
insurance premiums rose 5.1 times faster than median family income.
CSHB 2962 would raise CHIP eligibility to 300 percent of the federal
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poverty level to capture the growing population of families in the income
range that lacks other insurance options. The buy-in program would
provide reasonably priced coverage to children with family incomes up to
400 percent of the federal poverty level, but buy-in coverage appropriately
would be reserved for those children who had been but no longer were
eligible for standard CHIP coverage.
CSHB 2962 would provide appropriate protections to prevent families
from enrolling children in CHIP when they otherwise had private coverage
options. Studies have shown that crowd-out of private insurance coverage
by public programs is insignificant when a 180-day waiting period is
implemented, as would be the case for the new CHIP income eligibility
levels established by this bill. In addition, studies indicate that when
offered employer-based health coverage, only 8 percent reject this
coverage. The bill also would increase cost-sharing requirements for
families with higher incomes to reflect their greater ability to pay.
The costs of this bill would be very reasonable considering the benefits to
the health of Texas children and when balancing the cost savings that
would be achieved by reducing the uncompensated care costs paid for
uninsured children. With no other alternative, parents often take their sick,
uninsured children to hospital emergency rooms, which provide the most
costly care. The burden of uncompensated care costs ultimately falls to
taxpayers and other health consumers through increased local taxes or
increased insurance premiums.
In addition, Texas loses the opportunity to leverage federal matching funds
when the state does not cover all populations that could be eligible for
CHIP. The federal government pays for 72 cents of every dollar spent in
Texas on CHIP. Texas taxpayer dollars also are redistributed to other
states when Texas does not use its full CHIP allotment.
This bill would enhance outreach and education efforts to enroll more
eligible people in benefit programs. The efforts particularly would focus
on outreach and application assistance for CHIP. In 2007, more than 1.4
million Texas children were uninsured. HHSC projects that the number of
children eligible for, but not enrolled in, CHIP and Children’s Medicaid in
2009 is 850,000. If all of these children were enrolled in the appropriate
benefit, the uninsured rate among Texas children would be cut in half.
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By providing more assistance to people applying for benefits programs,
fewer “procedural denials” would result due to issues like missing
paperwork. Also, problems with the current eligibility determination
system have caused application processing times to exceed federal
standards, and applicants have had issues with application processing
errors. CSHB 2962 would require HHSC to enhance assistance to
applicants in resolving problems encountered during the eligibility
determination process.
OPPONENTS
SAY:

CSHB 2962 would expand CHIP eligibility to cover children whose
family incomes exceeded the levels for which the program was created.
CHIP was designed to provide health coverage to the children of working,
low-income families who had no private coverage alternative.
The increase in CHIP eligibility to 300 percent of the federal poverty level
would cause Texas taxpayers to subsidize the health coverage provided to
children in families of four with incomes up to $66,540. A variety of
private healthcare options would be affordable for families below this
income level if a consumer were willing to do the research for a plan bestsuited to that family’s needs. With the current 200 percent eligibility level
for CHIP, Texas already fails to enroll more than 170,000 CHIP-eligible
children. It does not make sense to spend more resources on expanding
eligibility for CHIP when many children more in need have not been
served.
Given projected budget shortfalls for the next biennium, Texas needs to be
more wise in its use of limited funds. The resources devoted to this bill
would be spent more effectively on enhancing private insurance
alternatives. The primary issue with the health insurance market is cost.
Decreasing the cost of health coverage would allow more businesses to
resume offering health coverage and would make more private, individual
market options affordable. Texas could make a major advance toward the
goal of reducing health insurance costs by reducing the number of
insurance coverage mandates. Instead of taking this approach, CSHB 2962
would expand a taxpayer-funded program to members of the middle class.

NOTES:

The author intends to offer a floor amendment that would clarify that only
children who had previously been enrolled in the standard CHIP program
would be eligible for the CHIP buy-in program. It would further define the
amount a family would owe and the possible payment methods to obtain
coverage for their child in the CHIP buy-in program.
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SB 841 by Averitt, which passed the Senate by 29-2 (Nelson, Nichols) on
May 6 and has been referred to the House Human Services Committee,
would implement similar provisions to CSHB 2962 in increasing the
eligibility for CHIP to 300 percent of the federal poverty level and
establishing monthly premiums for enrollees between 200 and 300 percent
of the federal poverty level. SB 841 would not establish a full-cost buy-in
option for people with incomes of up to 400 percent of the federal poverty
level, nor would it establish the outreach campaign or exempt college
savings plans from income and asset calculations for benefit programs.
The fiscal note indicates CSHB 2962 would cost $43.3 million in general
revenue funds in fiscal 2010-11. Costs for the bill primarily would relate
to direct and administrative costs from increased caseloads associated with
the CHIP eligibility changes and establishment of the CHIP buy-in
program. LBB estimates that in fiscal 2014, increasing CHIP eligibility to
300 percent of the federal poverty level would increase the CHIP caseload
by 82,581. It is estimated the buy-in program would have a caseload of
8,048 the same year. The total general revenue funds cost estimated for
fiscal 2014 would be $30.9 million.
The House-passed version of SB 1, the general appropriations bill for
fiscal 2010-11, includes HHSC Rider 58 that would fund eligible CHIP
enrollees up to 300 percent of the federal poverty level should legislation
authorize this expansion of program eligibility.

